ICC Docket No. 07-0566

~— Commonwealth Edison Company’s Response to
HEC Data Requests 9.01 through 9.21
Dated: March 21, 2008

REQUEST NO. HEC 9.03:

Referring to page 4 of Ms. Abbott’s rebuttal testimony, at lines 81-83, she states that “Since
ComEd’s credit metrics have actually deteriorated during this period of time, it is in a precarious
position relative to the stresses it faces.” Please provide coptes of all resource material, and
complete copies of all analyses and financial presentations underlying Ms. Abbott’s
understanding of ComEd’s credit metrics over this time period.

RESPONSE:

My direct testimony cites metrics calculated by Standard & Poor’s for the years 2004 through
2006, which I sourced from an S&P report dated September 25, 2007, ITIEC 5.03_Attach 1. The
2007 projections were provided by ComEd, ITIEC 9.03_Attach 2.
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Major Rating Factors

Strengths: _ ‘ iéuc';rporate Gredit Rating
e Stable revenue siream under normal circumstances, and BR/Positive/B
o Ownership of lower-risk electric transmission and distribution View Recovery Ratings >>
system, .
Weaknesses.

o Deteriorated requiatory and political environment in Blinois, and
e Connection to higherrisk aperations of parent company's unreguiated affiliates

Rationale

The ratings on electric ulility Commonwealth Edison Co. (ComEd) reflect its stand-alone credit qualify
fodlowng the political events of 2006 and 2007 that threatened the utility’s finangial viability and parent Exelon
Corp.’s (BEB+/Stable/A-2) determination to instiiate itself from the uiility as the Nlinols paliticat and requiatory
environment deteriorated. ‘

Ratings were affirmed following the legistative enactment of a multiparty agreement providing $1 billion in rate

relief over four years to the state’s electric customers. in addition, the state will replace the reverse-auction

process established under the 1997 deregsation legisiation, which produced a dramatic increase in power

prices in 2007, with a power-procurement procass administerad by a to-be-created illinois Power Agency.

While the financial impact on Exelon is manageable at current rafing levels, the ratings are more a funtion of
ihe apparent indifference to the financial health of the state's utilities by the state. This debate raises the
prospects for future uncertainty i electric rates again climb to politically unacceptable levels. Although the rate ‘
refief will isad to modest deterioration in bondholder prolection metrics, current ratings have already been

lowered nurnerous notches and can withstand the financial erosion at those levels.

Liquidity

The unpredictable political environment in Hlinois leads Standard & Poor's to assume that Exelon will not
support ComEd if the company encounters financiat difficulties stemming from its inability to adequately
recover its costs of providing service. Athough the situation has significantly abated, liquidity is stilt anatyzed
on a-stand-alone basis. As of June 30, 2007, ComEd had $45 million in available cash and $525 mitlion
avaifable under its $1 billion secured revolving credit facility,

Outlook

The posifive outiook on SomEd reflecis a noncession package that is clearly a more positive credit cuiceme
than the atternative of an elestric rate freeze and roilback of rates to 2006 levels. However. any rating
upgrade will be consirained until Standard 4 Poor's is more assured that the new resource-procuremery
process will not be subject to further executive or legislative intervention, and that the normal regulatory
compact hag been restored in a sustainabte manner,

Tabts 1
Commonwaeaith Edison Co. — Peer Comparison*
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flowidebt (943
Net cash Sowicapex (%) 456 136.4 6.7 X2
Dleb:ttotal capital 1% 420 814 £Y.2 54 5
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hlet mooene €410 VR G765 706 Fo0.0
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R {23-Sep-2007] Commeonwealth Edison Co.

stock
Equity §,298.0 G6a12.0 6,466 9 5,086.7 B758.0
Debt and 169436 10,542.8 10,876.1 {15163 12,2341
equity
Sl Adjustad ratlog
EBIT interest 80 46 5.4 37 38
coverage {x}
FFO int. cov. 33 2.1 4.5 22 4.3
i)
FFOIdebt 15.5 8.7 2339 19.2 26.5
("}
Discretionary 5.3 (22.6) (3.6} {(1.9) 6.7
cash
flowrdebt (%)
Net cash 785 {24.8) 78.3 842 1615
flowicapex
{%}
Debtfdebt 425 43.0 405 478 52.9
and eqguity
{%)
Retum on {1.8} {10.4) 10,3 114 14.2
common
equity (%)
Comrnon 0.0 {737 676 571 59.5
dividend
payout ratio
{un-ad.} (%)
“Fully adiusted (including postrefirement obfigations}.
7 Table 3 | Vonw Expasded Table
Reconciliation Of Commonwealth Edison Co. Reported Amounts With Standard & Poor's Adjusted
Amounts (Mil, $)*
~Figital year onded Dec. 31, 2008—
Commonwealth Edison Co. reported amounts
Operating Operating Operating
income [before icore (bofore income lafter interost Cash fow from
Dot Revonues D&A} DA} %A)  expense operations
Repored 46430 86,1010 1.761.0 1.761.0 1,331.0 308.C 8R7.G
Standard & Poor's sdjustmenis
Operating leases 110.0 - 17.5 7.4 74 T4 0.4
Postretirement benefit 434 2 g5 .5 Q.5 - 18.4
obligations
Capitalized interast . — - - 30 {30}
Share-based — - 120 - -
sompensalion expensis
Sacurisized utitity cost (6480} (386.0) {3B65) (386.0) 470y (T (329.0)
IBOOVELY
Asset retirement 101.4 - 70 1.4 7.G 7.0 {35
abligations
Reciagsification ot e P - - BGG
nonoperating ncaime
{RxXpenNsest
Reclassification of - - - - -

hetpcmaifhostaewharbor com/epi-bin/neomail pl% 325 Sep-20 7945 DA nmmomyealthS420EdE . 10/972807
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- [25-8ep-2007] Commonwealth Edison Co. Page 3 of'3
Local Currency BRHB-
- Senior Secured
Loval Currency A
Senior Unsecured
Local Currency BEB

e “Unless otherwise noted, ail ratings in this report are glabal scale ratings, Standard & Poor's credit ratings on
: the giobal scale are comparable across countries. Standard & Poor's credit ratings on a national scale are
relative to obligors or obligations within that specific country.

Analytic services provided by Standard & Poor's Ratings Services [Ratings Services) ate the resuls of
separate activities designed to preseng the independence and objectivity of ratings opinions. The credit
ratings and observations contained hergin are splely statements of opinion and not statements of fact or
racommendations o purchase. hold, or sell any securities or make-any other investment decisions.
Accordingly, any user of the information centained herein should not rely on any cradit rating or other
vpinion contained herein in making any investment decision. Ratings are based on information received by
Ralings Services, Other divisions of Standard & Poor's may have information that is not available o
Ratings Services. Standard & Poor's has established policies and procedures to maintzin the confidentiality
of non-public information received during the ratings process.

Ratings Services receives compensation for its ratings. Such.compensation s normally paid either by the
issuers of such securities or third parties participaing in marketing the securities. White Standard & Poor's
reserves the right to disserminate the rafing. it receives no payment for deing so, except for subscriptions to
its publications. Additional information about our ratings fees is available at

wivwr standasisndpoors telusratingsiees.

iy Motkoe

Catriyright © 2007 Standard & Poor's, a division of The MeGraw-Hili Companies. All Rights Ressrvad
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IIEC 9.03_Attach 2

ComEd
~ $ in Millions
P = Projected
Credit Report 2007 {P)
Ratios
FFQ Interest Coverage Ratio 3.0x
FFQ / Total Dehbt 10%
Total Debt / Total Capitalization 48%
Total Debt
Gurrent Pertion of Long-Term Debi -
Total Notes Payable 347
Long Term Debt and Capital Leases 4791
PPA imputed Debt -
Underfunded Pension (Debt) 196
Underfunded OPEB (Debt) 473
Capital Lease Obligations & Off-Balance Sheet Debt -
Operating Leases 103
A/R Financing -
Other Adjustments -
CamEd Securitized Debt and TOPrS -
PECO Securitized Debt and TOPrS -
Other -
Total Debt 5910
Preferred Stack -
Underfunded Pension (Equity) -
Underfunded OPEB (Equity) -
Commeon Equity 6,418
Goodwill, net -
Total Capitalization 12,328
Funds from Operations
e Net Income 112
Deferred Taxes (248)
Depreciation Expense 401
Depreciation Expense {(Funds} : Fully-owned Nuclear Fuel -
Amortization Expense 37
Accretion Expense -
DTF Interest Income -
DTF interest Income Tax (0)
DTF Contributions -
ComEd Securitization Principai Payments -
PECO Securitization Principal Payments -
Operating Lease Interest Payments 1
interest on TOPrS -
AFUDC, Debt & Equity (17}
Interest Capitalized )]
Interast on Tax Deficiencies 33
Other 294
Funds from Operations 612
Gross Interest Expense
Total Interest Expense 319
AFUDC - Debt 15
Interast Capitalized -
Interast on Tax Deficiencies (33)
Total Interest Income Q)
DTF interest Income (Q)
Interest on PPA Imputed & Off-Balance Sheet Debt -
Operating Lease interest Expense 8
Interest on ComEd Securitized Debt and TOPrS -
Interest on PECO Securitized Dabt and TOPrS -
QOther -
Gross Interest Expense 308

{IEC 8.03_Attach 2 (CONFIDENTIAL in Native format}) 4/4/2008




